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Mr. Roversi: We have lined up projects for the next year based
on the funding that we expected to have, which was what is currently in the budget, not
including Councilmember Evslin’s proposal. That said, the development fund is a revolving
fund, funds not used in a FY roll over to the next. Looking two (2), three (3) years down the
line, we expect to have $12,000,000 projects, $15,000,000 projects. It arguably may be better
to begin building that fund gradually over time rather than come to Council at one time for
a $15,000,000 project. I will just leave it at that. I will admit that we are not prepared to
immediately begin spending millions of extra dollars within the next fiscal year. We could
spend a good deal of additional funding, but I would not expect us to expend all the funds
within one (1) year.

Committee Chair Kaneshiro: I see that Mike is on. Mike, what is the
Administration’s stance on this proposal to increase TVR taxes?

Mr. Dahilig: Just for context, we looked at taxes
ultimately...there are two (2) policy “buckets” that we must investigate. One is, do we raise
general revenue to meet the needs on the other side, which is expenses that we must meet?
Because there is a tether with the specific proposal to a tax increase, ultimately the proposal
as we understand it raises general revenue. Typically, when we look at general revenue, in
previous discussions on other topics with the Council this morning, we try to look within our
means to allocate based off priority the revenues that are coming in and distribute them
accordingly in a proposal to you folks. We understand that right now we have a $3,000,000
revenue projection above last year’s numbers when it comes to real property tax revenue. On
top of that, we have increased the transient accommodations tax 3% this past fall. The
amount of money that is coming into the County coffers, we must look at the tax proposal
and the context first, is it appropriate to be raising taxes? A tax is a tax. While a lot of the
proposals that are on the table as part of the tethered proposal from Councilmember Evslin
are meritorious and I think we can all agree that affordable housing...regardless of how much
money we push at it will never be enough, given all the needs. We also must look at this as
a tax item and whether given the amount of revenue we are pulling into the County coffers,
is it appropriate to be taxing even more? Tailored with that discussion, as Councilmember
DeCosta raised, we do have Federal subsidies that are coming in with respect to the
$8,500,000 and earmarks from our Congressional delegation to support Lima Ola,
specifically. I have full confidence in Adam’s ability to push things out, at some point, as you
are hearing in the description, there is a pipeline that must match the permitting route as
well as the manpower to be able to meet and spend that money accordingly. While there may
be perspective need down the line, these are discussions that would, at that time, beg on
whether general fund revenue is the most appropriate way to fund some infrastructure, when
it is ready to be built. If it is sewer infrastructure or water infrastructure is on the table,
sometimes things like State Revolving Fund (SRF) loans from the State would make more
financial sense than pushing cash to it. Those are discussions and determinations that as the
projects are developed and plans are put through, should be a timelier type of deliberation as
to whether it is better to look at subsidized loans from the State through the Department of
Health through the SRF program versus building a piggybank of cash. Those are the
impressions that we have on the proposal. We obviously prioritize affordable housing and
we want to make sure we are giving our best effort to push money that way, but in this
particular context, we also have to look at the amount of tax that is already coming into the
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coffers and whether or not a tax increase, from a tax and expense standpoint is an appropriate
type of decision, first, before getting to the merits of the actual expenditure plan.

Committee Chair Kaneshiro: I have a question for Adam regarding the Kilauea
Town Expansion. I thought I remember we had some Federal money come in that was going
towards the purchase of the property also.

Mr. Roversi: We did receive $9,000,000 in Federal Community
Development Block Grant Disaster Recovery (CDBG-DR) grant funds towards the Kilauea
project. The way procedurally we need to carry it out however is the intention is to purchase
the property with County funds and then a portion of the property will effectively on paper
will be sold to the CDBG-DR project, so we would be reimbursed for a portion of the purchased
price using those Federal grant funds. Then the bulk of the Federal grant moneys would go
towards the vertical construction of housing units on the portion of the property that
constitutes the CDBG-DR project. We do not intend to make the entire 50-acre property a

Federal disaster relief (DR) project. We are only going to use the Federal moneys for a small
portion of the overall.

Committee Chair Kaneshiro: Thank you for that clarification. Councilmember
Cowden.

Councilmember Cowden: What does “DR” stand for?

Mr. Roversi: Disaster Relief.

Councilmember Cowden: Have we yet achieved a willing seller or are we

still facing going to court before we begin any of the rest of this?

Mr. Roversi: To clarify, there are two (2) separate properties
that the County is seeking to acquire. We have arrived at a cooperative purchase agreement
regarding one of the two pieces of property. The neighboring property is currently in eminent
domain proceedings in court, so that is still an ongoing process.

Committee Chair Kaneshiro: Councilmember Kualifi.

Councilmember Kuali‘i: In your list of projects, you listed the community
center construction at Lima Ola at $5,300,000. When you talked about the $8,500,000 from

Senator Schatz, you also mentioned the senior housing. What type of funding does the senior
housing need?

Mr. Roversi: We expect the senior housing project to utilize the
bulk of that $8,500,000 and do not expect the Federal funds to pay for the entirety of the
community center. We are still working with the developer on the granular budget right now
for the senior housing project and going over the pro forma, so we can come up with an exact
allocation. The preliminary working target was to utilize $2,000,000 of the Federal funds for
the community center and to develop the community center in phases over time and use the
remaining Federal funds for the senior housing project.
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Councilmember Kuali‘i: The timeline of the availability of the Schatz
$8,500,000 and when you have to spend it by fix those two (2) purposes?

Mr. Roversi: Yes. We are still awaiting the final details from
the Federal government on the exact timing for the use of those funds. We do not yet have
them in our account, so they are not currently available. The latest instruction that we
received is that the funds will be administered through the United States Department of
Housing and Urban Development (HUD), which will be enlighten us as to all the specific
parameters for the utilization of those funds. We have not been provided with those details

yet.

Councilmember Kuali‘i: Even if you use $2,000,000 of the $8,500,000 for
the community center construction, that means you still need $3,300,000?

Mr. Roversi: Correct.

Councilmember Kuali‘i: The timeline of that is just based on the

availability of funds? You will not be able to build...if the funds came through, then you can
move forward with that, but now you have to wait until next year?

Mr. Roversi: Correct. Because we do not have a pool of funds
available to build the entire thing, currently with our current funding picture, we are
planning to build it in phases. To build, say, the community center building with its kitchen
and meeting room first and defer installation of the planned basketball court, et cetera, or
vice versa. Depending on the bids we get, we could build the play courts first and defer
construction of the community center. You achieve a little bit of an economy of scale and
effort by doing everything all at once, but if you do not have the money to do it, then phasing
is what we typically like to do.

Councilmember Kuali‘i: Would this be a County facility?

Mr. Roversi: Correct. Ultimately, the intention is that once it is
completed, it will be conveyed to the Department of Parks and Recreation and would operate
like a community center in Kilauea, or Waimea, or anywhere else.

Councilmember Kuali‘i: It could serve the Lima Ola community and then
also the adjacent the habitat community in the adjacent ‘Ele‘ele community, correct?

Mr. Roversi: Correct. It is for the entire ‘Ele‘ele community,
including the neighboring habitat project and across the highway of the existing ‘Ele‘ele
neighborhood.

Committee Chair Kaneshiro: Council Vice Chair Chock.

Councilmember Chock: A few years back, there was a similar addition for
taxes on TVRs and that funding, I forget how much that was, but I think it was close to the
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same amount here. It went into the Housing Revolving Fund. Do you have recollection of
those funds? It seems like it is very similar in nature to being on the spur of the moment.
How were those funds expedited and able to be to use? What I am hearing from you is that
there really is opportunity for us to move forward on some of the additional projects, but I
want to see the track record based on when we did this the last time.

Mr. Roversi: The last infusion of funds that you are discussing
must have been before my appointment as the Housing Director because it did not occur in
my tenure. The last big expenditure, lump sum expenditure from the Housing Agency was
for the acquisition of the Waimea 400 property. That was several million dollars from the
Housing Development Fund. I do not know without doing some more research if that was

the pool of funding that was immediately utilized for or not. Perhaps Mike might have a
little more history on those.

Mr. Dahilig: A portion of the purchase price did come from the
housing fund, but the amount of money came through the General Fund moneys that were
not specifically or earmarked for housing purposes.

Councilmember Chock: The annual infusion that we receive into the

Housing Revolving Fund, have we been able to exhaust that regularly or has there always
been sort of a reserve?

Mzr. Dahilig: I guess the right word is not necessarily a reserve,
but as Adam mentioned earlier, it is like a checking account. It is going up and down when
revenues come in, but also go up and down as expenditures arise. The previous Councils
have created this in this manner is that these development needs from a timing standpoint
does not necessarily follow a pattern of “July to June” fiscal planning. I do not think there
has been necessarily a growth in a reserve per se but as Adam sees opportunities, he will use
what is in there to pivot and push it towards something he can tact away at any given time.
We have never looked at it, per se, as a reserve, it has been a checking account.

Councilmember Chock: I am looking at Councilmember Kualils
document and it looks like it has been spent down as often as it has been increased or money
has been put into it. This question is for Councilmember Evslin. This goes back to some of
what Councilmember Cowden’s line of questioning is in terms of impact on TVRs. A big part
of this is and the reason for it is to try to get a handle of TVR activity, as it relates to our
housing crisis. Is there some evidence that we can look towards, in our role as

Councilmembers, and directly having oversight over taxes to be able to leverage the growth
on TVRs and impact on rental housing?

Councilmember Evslin: There are a few studies, at least three (3) that I
can think of showing that reducing the number of TVRs reduces the cost of housing. In Los
Angeles (LA), they showed something like, off the top of my head, for every 1% reduction of
TVRs, you are getting 2% countered pressure on housing cost. You are still going to have
likely increasing housing cost, but 2% less than what it would be. They are looking at
neighborhoods. In LA, specifically, you could do pretty good case studies by looking at some
neighborhoods, which had better enforcement than others. I certainly cannot pull out any



DELIBERATION AND 35 MAY 13, 2022
PRELIMINARY DECISION-MAKING

magic figures to say if or how much or whether this would reduce the number of TVRs on
Kaua'y, I think we can certainly say that it would at least marginally make TVRs less
attractive for those looking to buy a home and convert it to a TVR. Again, the other part of
the intent is even if they do go forward with that, just trying to ensure that someone doing a
TVR use is contributing substantially to the construction of affordable housing.

Committee Chair Kaneshiro: Councilmember Evslin, you mentioned that the
use of TVRs, their money should go towards affordable housing, but as you know we may
raise the tax this year and $4,000,000 will go to affordable housing, but next year there is no
guarantee where that $4,000,000 will go. It could get absorbed in the budget. It would only
be for this one-time. There is no mechanism right now for us to say that this increase needs
to go to housing in perpetuity or anything.

Councilmember Evslin: Yes, certainly nothing in the proposal. I do think
that it at least sets us up toward something like Maui County does, which is a dedicated
portion of real property tax revenue going towards their Housing Development Fund, which
as I understand enables the Housing Agency to get access to all types of bond funding, that
might not be possible otherwise—that you need to show a direct and regular stream of
revenue to pass a bond. I certainly would hope that in the future we can do something to
ensure that there is some level of funding. In perpetuity is going towards the Housing Agency,
but as you said, yes, there is nothing in here that would guarantee it. If there is a downturn
next year and this money needs to go somewhere else, then the money would get
reappropriated somewhere else. If I am on the Council, I would certainly be advocating for
at least this level of funding towards affordable housing.

Committee Chair Kaneshiro: Councilmembeyr DeCosta.

Councilmember DeCosta: Did you do your homework and figure out what
the amount of revenue Maui County has in their revolving account, the $36,000,000, how
much did it improve their housing industry, the cost of bringing down housing, the lack of
rental units? Did you do a cost analysis, so we have something to compare? I do not see
myself supporting something that does not have analysis behind it.

Councilmember Evslin: No, and I have not seen that cost analysis on any
decision that we have previously made before, so I cannot say exactly how much Maui has
been able to reduce the cost of housing. That is a difficult analysis to do, and I do not have

the data on-hand.
Councilmember DeCosta: Right.

Councilmember Evslin: Certainly, they are building $36,000,000 more of
affordable housing than we are with the money.

Councilmember DeCosta: I did not mean to put you on the spot, but this is
your suggestion, this is your introduction, and pretty much you would investigate that before
you bring it to the Council.
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Councilmember Evslin: Okay, thank you.

Committee Chair Kaneshiro: Are there any further questions from the
Members regarding this proposal? Councilmember Kuali‘i.

Councilmember Kuali‘i: Adam, on the $2,000,000 for the initial bridge
financing to build out the first thirty-eight (38) single-family homes in Lima Ola, that would
be repaid to the Housing Agency over time and then revolved back into future projects. How
are you going to pay for that? Do you have enough money in the $3,700,000 to pay for that?

Mr. Roversi: We do not. Our current plan is to after designing
homes, getting the building permits, et cetera, which is what the bridge financing would
assist in part, we intend to work with the United States Department of Agriculture (USDA)
Single Family Loan Guarantee Program to resell the lots to qualify buyers from our
affordable homebuyers list. The USDA loans would then finance the construction of the
individual lots on behalf of the homeowner who has pre-purchased the lot. The purpose of
the bridge financing is to get the project to the point that the lots could be presold and
qualified for those USDA loans and then the USDA loans like a typical construction loan are
offered as repayment for work completed. Therefore, there needs to be some initial financing
in place to get the project off the ground and funded until it can start getting its
reimbursements through the construction loans that come from the USDA program. We do
not need to finance the entire project. We just need enough money to get it off the ground to
the point that the loans kick in and begin to pay for the construction.

Councilmember Kuali‘i: Doing it that way with the USDA loans and
reselling the lots, how much longer does it take?

Mzr. Roversi: Admittedly, it is the first time the County has
utilized this program, but it is the typical model that Habitat for Humanity utilizes for their
self-help builds. It is sort of a different sub-set of the USDA loan products. It is not a whole
lot different than going through the private financing realm. We are working with a private
lender who is qualified and license by HUD to offer these specific loan products, so it is much
like any home construction project. It is made slightly more complicated in that we have
thirty-eight (38). We are selling them to people from our affordable homebuyer list who are
income qualified so they are not necessarily people who have all of their financial ducks in a
row and perhaps need a little more “handholding” and time to get the documents together
and so forth. Other than that, it is very similar to a commercial construction project.

Councilmember Kuali‘i: Do you have a sense of what those loans would
cost us?
Mzr. Roversi: The USDA loans ultimately will not cost the

County anything, because they will be taken out by the individual homeowner, so the
homeowner will have the loan that is guaranteed and underwritten by the USDA. Itis a very
attractive rate, and it goes even longer than thirty (30) years, so they are very affordable.
The cost to us is just getting to the point where the homeowner can qualify for the loans and
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as the homes and sold, we can recoup some of that upfront money that was required to get
us to that point.

Councilmember Kuali‘i: I only ask that question because I remember when
you were telling us all the different amounts of how you were spending the $3,700,000 in the
revolving fund next year, you said, “$500,000 interest payment loan from State.” How many
years will we have to pay for it?

Mr. Roversi: For the next twenty (20) years, we will be paying
the interest-only payments on the infrastructure loan that we received from the state. The
caveat to that is if we can pay down any of that principal, during that 20-year period, the
interest payments would go down. At the end of those twenty (20) years, we would owe the
lump sum principal in a balloon payment to the State, unless it is refinanced in some way.

Councilmember Kuali‘i: $500,000 in twenty (20) years is $10,000,000.
Mr. Roversi: Correct.
Councilmember Kuali‘i: Holy cow. And that is because we did not put our

own money in to fund it, we had to get the loan from the State.

Mr. Roversi: We contributed some money in CIP funds to
complete the Lima Ola infrastructure, but by in large the bulk of the funding came from the
State Dwelling Unit Revolving Fund loan. They loaned us $13,000,000, the total cost of the
project was about $16,500,000, so the remaining $3,500,000, roughly, came from our own
bond funding, the CIP bond fund. We did not have sufficient funds to pay for all of it
ourselves, via the bond fund.

Councilmember Kuali‘i: That is another reason to never do that again, is
to have sufficient funds in our revolving account, when we are trying to do housing projects,
correct?

Mr. Roversi: It would certainly be less expensive in the
long term than paying interest to the state.

Committee Chair Kaneshiro: What is the interest rate on the Disaster Relief
Funding (DRF) loan?

Mzr. Roversi: Three point something. I would have to look up
the exact amount, but I want to say it is 3.4%, I can get that for you. On top of that, there is
an annual 0.25% servicing fee that we pay every year, so that boost the total up a little bit. I
can get that exact information for you with a follow-up.

Committee Chair Kaneshiro: That is good. I was thinking it was below 4%.

Mzr. Roversi: It is below 4%.
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Committee Chair Kaneshiro: Are there any further questions regarding this
proposal? None. Is there any final discussion on this proposal?

There being no objections, the meeting was called back to order, and proceeded as
follows:

Councilmember Evslin: We have the lowest TVR property taxes in the
State. Every other island is significantly higher than us and we have the second highest
proliferation of TVRs, after Maui. We have a housing crisis right now that is far worse than
it has ever been, and it is just getting worse. We have more home being converted out of
residential uses than being built for residential uses. We have a Tourism Strategic Plan and
says we are over capacity for tourism and references the General Plan for TVR solutions. We
have a General Plan that clearly and specifically says that TVR taxes should be equal to
Resort. We have three (3) gigantic housing projects coming up with no real clear funding
source identified for the infrastructure for those. You have organizations like HHFDC
getting lots of more money through the State whereas when we can do matching funds for
those types of projects, it will make them most likely to get built into leverage; HHFDC likes
our credits, et cetera. I strongly believe that we need to be putting our foot on the gas for
affordable housing as hard as we can and to give Adam every tool that we can to try and get
that built. For me, the answer is clear, and I appreciate the discussion that we had here
today. I am hopeful that this can pass. Thank you.

Committee Chair Kaneshiro: I have never approved of a tax increase in our
budget decision-making process this entire time. I think whenever we come with a tax rate
increase during budget, it is money that is not necessarily needed at the time. If we needed
the money at the time, then it would have been incorporated into the budget already. For me,
I am very hesitant in going with a tax increase. Usually, I keep that in our pocket being the
conservative person that I am. When the County really needs the money, that is the time
when we assess the higher tax rate, which would be a low-hanging fruit, TVR tax rate,
increasing that to help us supplement our budget. We never know what is going to happen
next year. Once we increase the budget this year, you cannot line item that money to housing
forever. That money is going to get absorbed if collective bargaining increases so much, we
do not have money for it, then obviously that money going to get absorbed into collective
bargaining. If we have economic downturn, that money going to get absorbed elsewhere. It
is very difficult for me to go with a tax increase, especially during our budget
decision-making. TVRs and hotels are paying an extra 3% already this year, because of the
TAT. This would be another tax on top of what they already had to incur this year. Not to
say I love TVRs or anything like that, but I am just thinking that we just came off almost two
(2) years of them not having anyone in their TVRs, they still paid full real property taxes, we
came back, as soon as it started, we assessed them an additional 3% TAT on top of any new
accommodations. In going through the timing, how much money does the Housing Agency
need, I am not a fan of banking money in an account. Taxpayer money or whatever. The
better process is we get what we need done this year, which Adam mentidned a lot of the
projects, we currently have $3,000,000 in the budget for housing now coming from the
General Fund. Adam went through the list that Councilmember Kuali‘i provided and said a
lot of the line items that we want to address now is going to be funded by that $3,000,000.
For me, I am happy and fine with that. To try and bank the money, I am not as in favor of



DELIBERATION AND 39 MAY 13, 2022
PRELIMINARY DECISION-MAKING

that. Knowing that we are going to be addressing the needs that we need now with that
$3,000,000, is a positive thing. It is a good thing. I remember when I first started the budget,
we did not allocate any money to housing. Housing had $0. It went like that for at least two
(2) or three (3) years with the Housing Agency not getting any money. In my fourth year in
the budget process is when they started getting $1,000,000 or $2,000,000 and now it is up to
$3,000,000. Housing is a priority, it is shown that it is a priority, because they are starting
to get this type of money. When a project is up, we have more opportunity to get addition
funds elsewhere if we do not have the money in the bank at that time. We try to fund as much
as we can now, but if say the community center needs more money, I do not want to bank
money now for the community center. The community center does not add housing in the
future, but at that time if we are $2,000,000, that is the time when you lobby the State
Legislature, lobby the Federal, and say we have this awesome affordable housing project and
we want to complete this project, what are our options? Maybe there is State funding
available or Federal funding available, maybe there are other loans available and maybe at
the very end of the day, we do need to increase real property taxes to fund the certain things
we need. To me, that is the time when we would do the real property tax increase, when we
absolutely need it. That is my stance on it. I always hold real property taxes tight. I know
there is a chance of us getting into tough times. I saw it when I first got on the Council. Our
first budget, I think our reserve fund was $18,000,000 or smaller than that and we were
super tight on our budget. We did not have much money at all. At that time, we really needed
to consider whether we were going to raise taxes or not. We were able to keep a good budget
and not raise taxes, but at a time like that, you are really going to appreciate not raising the
tax now and having the ability to raise the tax, be able to justify it, and to cover our expenses
without having to tap into our reserve fund in the future. As the Budget & Finance
Committee Chair, being conservative, I am not in favor of raising the tax now, for this
additional $4,000,000. Councilmember Evslin.

Councilmember Evslin: I respect everything that you said, but I want to
respond to the idea of raising it during a recession or “a better time.” During a recession is
probably the worst time to raise a tax and the hardest time to raise a tax. I think you do it
when times are good, put it towards a good use like building affordable housing, and then if
things get dire, the money is there and TVR owners had time to at least prepare for that tax
being there rather than slapping it on during a recession when they are hurting the most.
They are “booming” more than they ever “boomed” before. 40% increase in nightly rates since
pre-pandemic. I would respectfully disagree, only on that part. I think the better time is now
than during a recession. Thank you.

Committee Chair Kaneshiro: I can say when I first started in 2014, I do not
believe we were in a recession, but we had a lot of increasing costs, collective bargaining.
Just our base firm cost for the County were increased to a point of raising taxes. When you
see our budget now, 85% of our budget is in payroll and benefits and we have maybe 15% of
being able to play with money, which is the type of things like improving our parks and doing
other things. When that gets tight, that is the point where it is a tough decision on raising
taxes of what we are going to do. Councilmember Cowden.

Councilmember Cowden: I want to say that I really support the intention of
your goals for the spending of the yielded funds on housing. I support the discouraging of
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more TVRs. I am not sure that this restrictive goal will be achieved if we are driving for a
richer market, provided we do not have some big economic downturn that people can continue
to come. I am not going to be supporting this and that is because we have a responsibility to
have an informed and expecting public and so when we have not given an outreach, or
articles, or the push that should be appropriate for this, it creates a loss of faith and
government, when we have these abrupt changes, especially if we are doing any kind of
business and when we see 46% roughly of our owners live on the island, that means our
constituents who are a committed part of this community, they will take a hit that they are
not intending to take and Hawai‘i has the largest, highest visitor tax rate in the Country.
When you put it all together the TAT, GET, real property tax, et cetera, that is pretty high.
What I think that we really need to do to increase the housing supply is that we need to lift
that barrier that limits the continuance of real property tax status through a sale and how
that influences a new mortgage. When we take these out of vacation rentals, unless someone
is extremely wealthy...and we have had that this year for sure...extremely wealthy people
can buy up those houses and not flinch. They buy in cash. They just have one (1) year of the
heavy tax rate. They may even have months of the heavy tax rate. If they have to get a
mortgage, they have to get the mortgage to support that heavy tax rate for the current time.
They probably cannot qualify. It is a big barrier. You can take something from Homestead
or Residential to TVR a whole lot easier than you can take TVRs to a low real property tax
rate if there is any kind of financing required. I love the goal. I just do not have confidence
that we are going to reach the goal. I think we do not want to just surprise people that they
do not need. I appreciate what has been said. It seems to me that every time we have an
increase in the budget, we just absorb it. I have a little bit of concern over our $311,000,000
this year that we will not have it next year. 1 appreciate that a lot went to the CIP rather
than right into the main operational costs. I will not be supporting it, but I respect your goal

and intention. I support that goal and intention. I would just like to have that be done with
a little more thought and outreach.

Committee Chair Kaneshiro: Councilmember DeCosta.

Councilmember DeCosta: I commend you, Councilmember Evslin. I have to
piggyback with what Councilmember Cowden said. This is a good idea, Councilmember
Evslin. I am worried that this $4,000,000 is going to get absorbed into the General Fund
next year. There is nothing in place that is going to ensure that it will be repeated year-after-
year into housing. I am a little worried that we have $12,000,000+ right now for Adam to
spend this year. If you go through the itemized list, I think there may be some extra moneys
that Adam will not spend. Raising the taxes this year for improvements in the housing
market will all be allocated. I am not against raising these TVR taxes in the future. I think
they have bounced back somewhat because travel is back and has been reinstated. The
escalating gas prices will affect air prices. There could be another downturn in the tourism
industry. I think it is unfair to hit them with these taxes. I think like Council Chair
Kaneshiro said, there will be a time in the future where we can do this. It will be our “trump
card” and what worries me is if we do make TVRs the same tax rate as hotels, and we have
maxed out what we have taxed them. We already said on the floor that we pay one of the
lowest residential taxes across the nation. What is going to be next, raising Residential
taxes? I am against that. I do not think that we have a good plan in place here. I think
when we do and the conversation is more fruitful, my support will be there. I believe
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affordable housing is the key and we have to reach that goal. As far as right now, I do not
think enough homework has gone into this. Thank you.

Committee Chair Kaneshiro: Councilmember Carvalho.

Councilmember Carvalho: I, too, appreciate Councilmember Evslin and his
efforts to bring this to the table. My experience has been that we have made major progress
already here around the table as we have been discussing it. It will attract funding as we
move along. I have that experience and I think it is a good thing. The idea of TVRs and all
of that is another good idea. I think the timing for me is not right. I do not want to repeat
what everyone else said. It is just about timing for me. I think as we move forward, these
projects that are really being discussed heavily, will come to fruition and we will have more
funding resources coming in from the Federal, State, County, and all other angles. I know
that. For now and for this discussion, I think we can talk about it again. I support the idea,
but not at this time. Thank you.

Committee Chair Kaneshiro: Councilmember Kualifi.

Councilmember Kuali‘i: I am not going to just say that I appreciate what
Councilmember Evslin is putting forward. I am going to support it. I think this is really
important and I thank him for having the courage to step forward. I hope this can at least
be an example to the Council next year, to pick it up from where we are at now and continue
forward. We cannot start back at $0. At some point, we have to take what we have learned
and we have to apply it to changing it. What is out there right now, is not good. It needs to
change. Maybe we all need to try and learn what we can from organizations like the Hawai‘i
Appleseed Center. Policy has to come from us. The tough decisions, where we get our
revenue, and where we spend the revenue...this Council has to take the tough stance at some
point. I really see this, and I see the numbers...I see the Housing Agency being able to spend
this money and more. I get the point that we have to invest in the current year, the next
year, and the year after. We have to start thinking more like Maui. $30,000,000 to
$35,000,000, we do not even have $5,000,000. That is shameful. We always talk about
affordable housing. The Administration now, based on what the prior Administration has
put in place is doing some great work with housing, but it is nowhere near enough. And why?
Because there is not enough funding. We want to go after Federal funding, State funding, et
cetera. How about we put our money where our mouth is and put in some of our own funding
so that we can leverage that and get a lot more. Let us add $5,000,000 in our Housing
Development Fund. Let us add $10,000,000 and let us leverage that to get $30,000,000,
$40,000,000, or $50,000,000. These gifts from the Federal government like the $8,500,000
that we are getting now, that is a one-time deal. We cannot keep expecting those kinds of
things. We got through COVID-19. We received a lot of support from the Federal
government. Now we are working our way out of it. I hope that in the next year, we can see
our Reserve Fund build. We can see how it went down because of COVID-19. We can also
see how we are bringing it back. Let us hopefully get to this point. I really appreciate this.
The numbers do work for me. I appreciate Councilmember Evslin and I appreciate Housing
Director Roversi, and the folks before you who helped us get to this place. We need to go
much further. We need to go much more further. Thank you.
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Commuittee Chair Kaneshiro: Council Vice Chair Chock.

Councilmember Chock: Thank you, Council Chair Kaneshiro. I will be
supporting this measure and I want to thank Councilmember Evslin for putting it forth.
Councilmember Kuali‘i took the words right out of my mouth. I think it is time to put our
money where our mouth is. The last time that a similar measure like this was done was
five (5) years ago. That funding was used expeditiously. I think we are way behind the curve
on what the need is. I think we talked about it as the top priority or one of the top priorities
in the County. The trust is, the County is a leader in providing some of this affordability and
we need to be proactive at this time. I think as the General Plan says, it takes some bold
action. If that does help to curb TVR activity, then so be it. It moves us in the right direction
rather than displacing our residents. We are hearing day-after-day these stories occur and
we have heard it throughout the pandemic. This measure was here maybe three (3) years by
Councilmember Evslin, which was quite ambitious. It did not get any votes, I believe. It was
a 6:1 vote with his own vote. This time around, I think we can talk about it and the years go
by. We do not take action. I do not think there is ever a good time for it. The Tax Code sits
directly in the purview of the County Council. Basically, we are the only ones who can make
a difference in this case. I applaud the effort and I can count the votes. We are not going to
get there. I think the message is on the wall. As Councilmember Kuali‘i said, I hope that
future Councils see that we are really behind on this. To the end that this might be absorbed
in the General Fund, that is not true. If it goes to the Housing Revolving Fund, then it is
dedicated to the Fund. It can only be used for housing. That is the right place for it to go.
Thank you. Thank you for the measure.

Committee Chair Kaneshiro: Councilmember Cowden.

Councilmember Cowden: I just have a question.

Committee Chair Kaneshiro: A question for whom?

Councilmember Cowden: I do not know. It might be for Mike. What Céuncil

Vice Chair Chock just said is that it does not go into the General Fund. All we are doing here
is just raising the Vacation Rental tax rate $1. For this here it goes here. It is incorrect that
it does not go into the General Fund beyond that. Is that correct, Mike?

There being no objections, the rules were suspended.

Mr. Dabhilig: The way that the moneys work for Housing is that
moneys have to be pulled from general revenues and put into that Revolving Fund. It does
not get funded directly. It takes this appropriation process to then change the color of money
so that it does not lapse every year and it stays in that separate checking account for Adam
to use. It starts off as General Fund revenue, but the Council has the authority to appropriate
it to different funds for different purposes and change the rules of expenditure of all those
funds either how they lapse or not lapse. That is why there is a specific fund created for
housing to provide that flexibility to have it either drawn without having to go through
appropriation necessarily, because there is some authorization given to it. The difference
with let us say the Public Access, Open Space, Natural Resources Preservation Fund is that
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it has money automatically deposited into it. In order to spend it, there has to be an
appropriation bill that is sent to the Council for its expenditure. There are all not the same
either, but Reiko always gets mad whenever I talk about wanting to establish a proposal for
another account, because ultimately when you do create another account that the Council
blesses, the rules change and you add to the complexity of the actual audit process. We
typically do not propose creating account-type earmarks to all of these different things. In
this particular case, I think we do see eye-to-eye the sense that these funds are meant for a
purpose like affordable housing, that the flexibility is entrusted with our Housing Director.

Councilmember Cowden: If we wanted it in an earmarked account, that
would be an ordinance that we would build in the future. I think the earmarked account is
what makes it more palatable. We are constantly changing our Council. We only have
four (4) terms and we have job insecurity every other year. There is no continuity or not
enough continuity. An earmarked account would be of interest to me.

Mzr. Dahilig: That is something that you may want to get
clarification from the County Attorney as to how the powers of the counties to take on
authorized revenue streams by statute and be able to earmark them without an
appropriation or that type of thing can be facilitated. That goes beyond my ability to answer
at that point.

Councilmember Cowden: Okay. Bottom line is this today right now will not
get earmarked other than in this first year?

Mr. Dahilig: That is correct.

Councilmember Cowden: I just wanted to really clarify that. I thought I
heard differently and I might not have understood Council Vice Chair Chock correctly.
Thank you.

Committee Chair Kaneshiro: Right now, the proposal has the money shown as

an increase in real property taxes and then the money goes to the General Fund. From the
General Fund it goes to the Housing Revolving Fund in the amount of approximately
$4,400,000. Next year, that money is going to go into the General Fund and there is no
control as to where that money is going to go. It will be up to the Mayor to decide where they
want it to go. They might allocate some to Housing. I do not know what the financial outlook
will look like at that time. It may get absorbed into the rest of the budget. For today and
this year, it would go into Housing. Next year, those moneys will be absorbed like any other
real property taxes.

Councilmember Kuali‘i: When you say there is no control, in essence, that
is the budget process. We agree this year so far in the budget process to this $3,700,000 for
the Housing Development Fund. Now we are considering raising taxes so there is more
money to go into the Housing Development Fund. Next year, when the budget comes around
again, we are going to have to agree what amount goes into the Housing Development Fund.
If a Council, not this year necessarily or next year, takes that action and they take it with
the intent that this money is intended for affordable housing, then the following Council next
year has to either follow that intent during the budget process or not. It is not just the
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Mayor’s decision. It comes back to us as a proposal and we decide ultimately how much
money from the General Fund goes into the Housing Development Fund. That is what I was
saying earlier, that is where we are missing the boat, if you will. We are not allocating enough

money into the Housing Development Fund. We have a chance to do that every budget
session annually.

Committee Chair Kaneshiro: Are there any further questions?
Councilmember Cowden: I do not have a question; I have a comment.

There being no objections, the meeting was called back to order, and proceeded as

follows:
Committee Chair Kaneshiro: Councilmember Cowden.
Councilmember Cowden: This is my fourth budget. So far, each Council

that I have been on works in collaboration with the Office of the Mayor. We really have not
done any haggling or tough taking from what is represented by the Office of the Mayor. 1
feel like what has come before us has felt pretty reasonable. In my four (4) years of
experience, we are not in the habit of yanking money and moving it into another area. When
I see us losing our two (2) most experienced Councilmembers, who are only going to be on
their eighth year at the end of this time, I just really realize how difficult that is to constantly
be pushing people off the Council. I do not have confidence if something is not earmarked,
that I could make a decision that would stay consistent with what is the intention. I think it
is a very good intention, Councilmember Evslin. It is a critical item. I want to work on
changing how a property shifts and how it cannot shift appropriately to the new homeowner
because the new homeowner is discouraged if they are not wealthy. You have to be wealthy
to buy anything that has been something outside of your tax class. We are trying to get

people houses. My questions are answered on that. It is not earmarked and that is critical
to me.

Committee Chair Kaneshiro: Council Vice Chair Chock.

Councilmember Chock: Sorry if I mischaracterized my statement. I just
wanted to make mention that there have been past proposals for earmarking the Housing
Revolving Fund. It never passed. It has to be a Charter Amendment of course. Whether it
is this Council...I do not know if it is still on the table to be included, we would need to get it
done as soon as possible to be on the ballot. That is what will be required. I just wanted to
put that out there. If this does not work, then what works?

Committee Chair Kaneshiro: Councilmember Evslin.

Councilmember Evslin: I do not necessarily want to drag this out too long.
The votes are likely clear, though someone may switch their vote here. As far as the
allocation, I think the argument in the past was that the Council did not want to allocate
money if the money was not necessarily there. I think you are going to get that argument
anytime you do it without putting the tax increase into place first. If the tax increase is in
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place, then let us move to get a Charter Amendment for 2% or whatever it is on the ballot, or
do it in the next term. If we try to do it in reverse order and we try to get the proposal to
allocate a certain percentage towards the Housing Development Fund, I do not think it is
likely to happen unless we have the funding already there and in-place. In my opinion, this
comes first and dedication comes after. Just to piggyback to what Councilmember Kuali‘i
said, which I think is so important, ultimately even without that allocation in the Charter, it
is up to us. Councilmember Cowden, Councilmember DeCosta, myself, Councilmember
Kuali‘i, and Councilmember Carvalho, hopefully we are on the Council next year and we can
ensure that the money is still getting dedicated to this Fund if this were to pass today. Lastly,
I just want to comment real briefly on what Councilmember Cowden mentioned regarding
the process. It would be a Sunshine Law violation or at least in the spirit of the Sunshine
Law if I were to have said in a social media post or written an article in The Garden Island
saying I wanted to do this and asked for feedback. I would have told all of you that I am
going to do this. I cannot. Unfortunately, the process that we have as a Council, doing these
property tax rates, is at this meeting to make the proposal. I have alluded to it in past
meetings in the hopes of getting people thinking about it, but I cannot say it until this
meeting. Maybe if there is more of a lead time next year, I am going to plan to do the same
thing here and we have a year to get this through if it does not pass today. Lastly, the first
time around it got one (1) vote. Today, it looks like it will get three (3) votes. I think on the
path that we are on, it will hopefully pass next year. Thank you.

Committee Chair Kaneshiro: Councilmember DeCosta.

Councilmember DeCosta: Thank you. I like your process there
Councilmember Evslin. Maybe you will get some support and wheels spinning. I am going
to go with Councilmember Cowden. We do not have it set in stone where the funding is going
to go. When I saw the Fire Chief ask for a position and more funding needed for their entire
union contract, it worries me where that money gets absorbed. We spoke to the Mayor and I
believe the Mayor asked TVRs during COVID-19 to pay their taxes and they did. I think
they bounced back somewhat, but they have only been bouncing back less than a year. I look
at the fuel prices and inflation, and we may take an economic turn for the worst. I think it
is premature for us to raise taxes right now. I think we have enough money in the Housing
Development Fund. Adam has plenty to work with. I think next year we are going to have
a good Council and this can be put on the table. Here is your punchline, Councilmember
Evslin...it is going to be out there now. We give the public a website to watch the Council
Meeting of today’s process...the idea is going to be out there on social media and people are
going to chime in and talk. We are going to get our feedback that way. Right now, we do not
have that feedback. I just want to make sure that we do not make premature decisions.
Remember, we are not saying that we do not support public housing or rental availability. I
can tell you right here that I have rental units. Do you know where my rental units go? It
goes to low-income families. I follow the County Code. Do all of you have rental units? Do
you follow the County Code and give it back to local families? It is easy to talk a good story
here. I told you all this and I am going to be passionate about it. I do not want to see one
local family lose their beach house because it was passed down five (5) or six (6) generations
and they are barely making enough to pay their taxes. Over here, we are going to raise the
taxes for the person who has a second home from Colorado or California, and right there, we
price our local family right out of the home that has been in the family for four (4) or five (5)
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generations. I am going to support this next year when Councilmember Evslin introduces it
again and everyone is doing better economically. Thank you.

Committee Chair Kaneshiro: | Okay, is there any further discussion before we

vote on this proposal? Again, it takes five (5) votes to pass, if not, we will continue to move
on.

The motion to increase the Vacation Rental tax rate by $1 to $10.85, providing a real
property tax revenue increase of $4,512,639, with $22,563 automatically contributed
to the Public Access, Open Space, Natural Resources Preservation Fund. Of the -
remaining revenue $100,000 will go to the Office of Economic Development-Special
Projects account for an EV Charger Rebate Program, and the remaining $4,390,076

to the Housing Revolving Fund for Special Projects, was then put, and failed by the
following vote:

FOR MOTION: Chock, Evslin, Kuali‘i TOTAL - 3,
AGAINST MOTION: Carvalho, Cowden, DeCosta, Kaneshiro TOTAL -4,
EXCUSED & NOT VOTING: None TOTAL -0,
RECUSED & NOT VOTING: None TOTAL - 0.
Committee Chair Kaneshiro: Are there any further proposals for real property

tax rates? If not, can I please get a motion and a second to accept the proposed Real Property
Tax rates in Resolution No. 2022-10?

Councilmember Kualil moved to accept the proposed Real Property Tax rates

submitted by the Mayor in Resolution No. 2022-10, seconded by Councilmember
Carvalho. '

Committee Chair Kaneshiro: Is there any discussion? If not, could I get a roll
call vote.

The motion to accept the Real Property Tax rates submitted by the Mayor in
Resolution No. 2022-10 was then put, and carried by the following vote:

FOR MOTION: Carvalho, Chock, Cowden, DeCosta,
Evslin, Kualii, Kaneshiro TOTAL — 7,
AGAINST MOTION: None TOTAL -0,
EXCUSED & NOT VOTING: None TOTAL - 0,
RECUSED & NOT VOTING: None TOTAL - 0.
JADE K. FOUNTAIN-TANIGAWA, County Clerk: Seven (7) ayes.
Committee Chair Kaneshiro: Okay, that is our Decision-Making. We do not

need any additional motions because we did not make any changes. The Committee’s
Decision-Making session is now complete. Before we adjourn, I would like to go over a few
more housekeeping items. I will be canceling the Decision-Making sessions scheduled for
Monday and Tuesday, May 16tk and 17t, On May 25, 2022, the Committee of the Whole will
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be formally approving all decision-making items by procedurally amending and approving
the budget bills and real property tax resolution, along with receiving the Committee’s report
detailing the various pluses and minuses. I would respectfully like to ask Councilmembers
to refrain from making their final commentary that week and make your final comments
during the second and final reading of the budget, which will take place on June 1, 2022.

As I mentioned, after Committee, the Council will then approve the Fiscal Year
2022-2023 budgets on second and final reading, which will be accompanied by the Council’s
budget message on June 1, 2022. On June 1%, Councilmembers will be able to make their
final remarks on the budget in accordance with our Council Rules.

Thank you to Mayor Kawakami and his Administration for making this, my eight and
final year as the Budget Chair, a smooth one. I would also like to thank my colleagues at-the
table for working diligently and with respect to uphold the integrity of this decision-making
process. Lastly, I would like to thank Council Services Staff for helping all Councilmembers
navigate this process and for providing such exceptional support.

This has been a very efficient journey and I am thankful that we are one step closer

to passing the Fiscal Year 2022-2023 Operating and CIP budgets, and approving the Real
Property Tax rates. With that, the Committee of the Whole’s decision-making session is now

adjourned.

There being no objections, the meeting was adjourned at 12:20 p.m.

Respectfully submitted,

Scott K. Sato
Deputy County Clerk
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Council Services Assistant I1

APPROVED at the Committee Meeting held on June 1, 2022:
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Chair, Committee of the Whole




